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Dear Applicant: 

We have considered your application For recognition of owemptton from 
Federal Income Tax under Section 5@1(c)(6) of the Internal  hevenl~e Codc. 

Ini'ormation submitted with your Form 1024 application indicates  you were 
incorporated on ***  **  **** under the nonprofit corpora ti or^ laws of 
the S t a t e  of ******  . 

Your purposes as s tated i r  ~ ~ : ' t r  ArtJcles of Incorporation are, in  part ,  
e-. f n l l n u !  "-. . t.0 a id  :II .+-  Lly i n  t h e  the promotion of the business 
i n t e r e s t  of the tenants, s-:ahanta end occupants of that  f a c i l i t y  
(******** ******* ******* ***** t) and the surrounding ares; t o  engage 
in cooperative e f f o r t s  to  promote, protect  and fos te r  the developmant of 
the businesses, ,ervicea,  i n t e r e s t  and welfare of the tenants, merohants 
and occupants of the ******  ******* *****  ..." 

Yo~rr a c t i v i t i e s  as described i n  Form 1024 include advertising in loca l  
newspapers, sel l ing T-shirts (******  *****   print.ed 011 them) and 
displaying s igns i n  the market area t o  a t t r a c t  custoniers. In  response 
t o  a  developmental le t ter .  sent  t o  you dated **** *  **** you wrote tha t  
you have a l so  taken up col lect ions t o  feed the  poor. hired a  ?erson t o  
 lay Santa Claus a t  Christmas for  the  children and encouraged nonprofit 
organizations tc; hold f a i r s  i n  the Market. 

There are  ********* members in  the  Market most of whom do not pay dues 
according t o  your c~f'respondet~ce. Dliea are  **  dol lars  annually per 
s t a l l .  Maximm dues are * * * *  do l la r s  annually regardless of' how many 
s t a l l s  a  member operates. Two other  major sources of income a r e  the 
s a l e  of the T-shivts previously mentioned and an annual dtnce for  
******  *****  merchants and faridlies. The la rges t  expenditure of your 
organization has consis tent ly been advertising of the merchants' 
products. While the merchants a re  n ~ t  indivjdually named, obviously the 
only people that  w i l l  benefi t  are  those who rent s t a l l s  i n  the Market. 
Other expenses are  connected t o  the cost. of the T-shirts snd fundraking 
expenses of the dance. 
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Members of your organization and ren te rs  a t  tho Horkst In senera1 s e ~ !  
many d i f fe ren t  types of' products - eggs, pet5, flouers. f lsh,  bakery 
products -- as well a s  fresh produce. Thls 1s ~ p p s r e n t  from the copies 
of newspapcr advertisements yod sent.  *** ******  * * * * * t  o c c u p i o ~  an 
area of approximateiy four :Jquare blocks nnd is operated by the c i ty  of 
**  **** . 

Section 507(c1(6) of the In te rna l  Revenue Cote provices for exemptlon of 
"buslncas leagues, chambers of commerce, rea l  es ta te  boards, boards of 
trade, or professional footbal l  leegoes (whether or not adminlstcring a 
pension fund for football players) ,  not organized fors p rof i t  and no par t  
of the net earnings of which inuzes t o  the  benefit  of any private  
shareholder or i n d i ~ i d u a l . ~  

Section 1.501(~)(61-1 of Income Tax Rcgclationa reads a s  follows: 

"BUSINESS LEAGUES, CHAMBERS OF CONMERCE, REAL ESTATE BOARDS AND BOARDS 
OF TRADE. A business league is an association of persons having some 
common business in te rea t ,  the purpose of' which ia  t o  promete such aommon 
i n t e r e s t  and not t o  engage in a regular business of e kind ordinari ly  
carr ied on for  p rof i t .  I t  is an organization of the same general c lass  
as a chamber of commerce ur bosrd of trade. Thus, its a c t i v i t i e s  should 
be directed t o  the impr.ovement of buaineas conditions of one or more 
l i n e s  of business as Uistinguished frum the performance of part icular  
services  fo r  individual persona. An orgsnization whose purpose is t o  
engage i n  a regular bueiness of a kind ordinari ly  carr ied on for  p rof i t ,  
Even though the  business is conducted on a cooperative basis  o r  produces 
only suf f ic ien t  income t o  be self-sustaining, is not a b~lslness  
league. An assocstion engagr in  furniehing information t o  prospective 
investors, t o  enable them t o  make sound Investments, is not a business 
league, s ince its a c t i v i t i e s  do not fu r ther  any common business 
i n t e r e s t ,  even though a l l  of its income is devoted to the purpose 
st.atcd. A stock or cornmodil;y exchange is not a business league, a 
chamber of comerce, or a bosrd of trade within the meaning of seotinn 
501(c)(6) and is nat exempt Prom tax. Orgnnizations otherwise exempt 
from tax under t h i s  section are  taxable upon the i r  unrelated business 
taxable income. See sect ions S l l  t o  515, inclusive and the regulntiorls 
thereundern. 

Rev. Rul. 55-444, 1955-2 C.B. 258 s t a t e s  tha t  an orgsnization foriaed t o  
promote the business of a part icular  industry nnd which car r ies  out its 
purposes primarily by conducting a general advertising campaign t o  
encourage the  use of products and services  of the  industry a s  B whole is 
e n t i t l e d  t o  exemption from Federal Income Tax a s  a business lsague under 
In te rna l  Revenue Code 501(c)(6), notwithstanding the fact  t h a t  such 
advertising t o  a minor extent cons t i tu tes  the performance of part ioular  
services  for  its members. 



******** ******  ******  ***  
-3- 

Rev. Hul. 59-391, 1959-2 C.E. 151 p r o v i d e s  t h a t  an o r g a n i z a t i o n  whicll 
r e s t r i c t s  its membeiship t o  i n d i v i d u ~ l s ,  f i r m s ,  n ~ s o c i f i t ~ i o r r s ,  and 
c o r p o r a t i a n a ,  each r e p ~ e s e n t i n g  a d i r T e r e n t  t r a d e ,  busine3s.  occupntion,  
o r  p r o f e s s i o n .  end wbi?h 1s organized  f o r  t h e  purpose  of exchanging 
i n f o r m r t i o n  on b u s i n e s s  p r s s p e c t s ,  its members having  no c o m n  bua inoss  
i n t e r e s t  o t h e r  t h e n  a d e s i r e  t o  i n c r e a s e  t h e i r  i n d i v i d u a l  ~ o l e s ,  is n o t  
e n t i t l e d  t o  exeinption f r ~ m  F e d e r a l  Income Tax a s  a buaj.neos League. 
D i s t i n g u i s h e d  by Rev. Rul. 70-641, 1970-2 C,B. 119. 

Rev. Aul. 73-411, 1973-2 C.B. 180 p r o v i d e s  t h a t  a  shopping c e n t e r  
m c r c h a n t s ' a s s o c i a t i o n  whose memb~?rohip is  r e s t r i c t e d  t o .  and r e q u i r e d  
o f ,  t h e  t e n a n t s  of  a one owner rlhopping c e n t e r  and t h e  c o m n  l e s s o r ,  
and whose a o t i v i t i e s  i n c l u d e  promot iona l  a f f a i r s  and a d v e r ' i q i n g  t o  
p u b l i c i z e  t h e  c e n t e r ,  does  n o t  q l ~ a l i f y  a s  a  b u s i n e s s  l a a g ~ l c  o r  chaniber 
o f  commerce under I n t e r n a l  Revenue Code S e c t i o n  5 0 7 ( 0 ) ( 6 )  beosuae t h e s e  
a c t i v i t i e s  a r e  d i r e c t e d  t o  promcmting t h e  g e n e r a l  b u s i n e s s  i r . t e r e s t  of 
its members o n l y ,  r a t h e r  thhn o f  t h e  i n d u s t r y  a s  a whole. 

On t h e  b a s i s  o f  t h e  ev idence  presen ted ,  it 10 concluded t h a t  your 
members, whether o r  n o t  they  pay dues,  have no oclnunon h u s i n e s s  i n t e r e s t  
o t h e r  t h a n  a mutual  d e s i r e  to i n c r e a s e  t h e i r  i n d i v i d u a l  saics. It 
a p p e a r s  t h a t  t h e  a c t i v i t i e s  a r e  n o t  d i r e o t e d  t o  t h e  lmprovemeirt of one 
o r  more l i n e s  of  b u s i n e s s ,  bu t  r a t h e r  t o  t h e  promotion of  t h e  p r i v a t e  
i n t e r e s t s  o f  t h e  members. Membership is r o s t r i o t e d  t o  t h o s e  who r e n t  
s t a l l s  a t  t h e  Market. T h e i r  d i v e r s i t y  o f  i n t e r e s t s  cannot  be compared 
t o  3 l o c o 1  board o f  t r a d e  o r  chamber o f  csnmerce s i n o e  such 
o r g a n i z a t i o n s  could  n o t  l i m i t  t h e i r  membership to 6 p a r t i o u l a r  f o u r  
s q u a r e  block a r e a  o f  a  c o m u n i t y .  For an organization t o  meet t h e  
requi rements  f o r  exemption a s  a  chamber of c o m e r c e  o r  b u s i n e s s  l e a g u e  
w i t h i n  t h e  meaning o f  S e c t i o n  5 0 1 ( c ) ( 6 )  o f  t h e  Code, t h e  a d v e r t i s i n g  i n  
irhich t h e  o r g a n i z a t i o n  engages mrst  b e n e f i t  busl .ness i n  t h e  community 
g e n e r a l l y ,  o r  an i n d u s t r y  a s  a  whole a s  d e s c r i b e d  i n  Rev. Rul 55-444, 
C.B. 1955-2, 258. 

We have concluded t h a t  you d o  n o t  q u a l i f y  . ' o r  exemption from F e d e r a l  
Income Tax a s  an o r g a n i z s t i o n  d e s c r i b e d  i n  S e c t i o n  5 0 1 ( c ) ( 6 )  o f  t h e  
I n t e r n a l  Revenue Code. Accordingly,  you a r e  r e q u i r e d  t o  f i l e  F e d e r a l  
income t a x  r e t u r n s  on  Form 1120. nnnuel ly  w i t h  your  D i s t r i c t  D i r e c t o r ,  

I f  you do n o t  a g r e e  with t h e s e  conc lus ions ,  you may w i t h i n  t h i r t y  days 
from t h e  d a t e  o f  t h i s  i e t t e r ,  f i l e  a  b r l e f  o f  t h e  f a c t s ,  law and 
arguments ( i n  d u p l i c a t e )  which c l e a r l y  : e t s  f o r t h  your  p o s i t i o n .  I n  t h e  
e v e n t  you d e s i r e  an o r a l  d i s c u s s i o n  o f  t h e  i s s u e s ,  you should  s o  
i n d i c a t e  i n  your  submission.  A confe-cnce w i l l  b e  a r ranged  i n  t h e  
Regional  O f f i c e  a f t e r  you have submi t ted  your  b r i e f  t o  t h e  Chicago 
D i s t r i c t  O f f i c e  and we have had an o p p o r t u n i t y  t o  c o n s i d e r  t h e  b r i e f  nno 
it a p p e a r s  t h a t  t h e  c o n c l u s i o n s  reached  a r e  still u n f a v o r a b l e  t o  you. 
Any submiss ion  must be  s igned  by one of  your p r i r ~ c i p a l  o f f i c e r s .  I f  t h e  
m a t t e r  is t o  be  handled  by a r e p r e s e n t a t i v e ,  t h e  Conference and P r a c t i c e  
Requirements r e g a r d i n g  t h e  f i l i n g  of  a  power o f  a t t o r n e y  and ev idence  o f  
e n r o l l m e n t  t o  p r a c t i c e  must be met. We have e n c l o s e d  P u u l i c a t i o n  892, 
Exempt O r g a n i z a t i o n  Appeal Procedures  f o r  Adverse Determina t ions .  which 
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If you agree with th i s  determination, p?.easd nlgn and return t h e  
enclosed Form 6018. 

Sincerely yours, 

*  *** ***** y 
Diatrict Director 


